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The AICPA has announced that it is creating
an XML-based specification, code-named
XFRML (XML-based Financial
Reporting Markup Language),
that will enable the accounting
profession to take advantage of
the XML language in preparing
and exchanging financial reports.
XML is a platform independent messaging
language that has garnered wide acceptance.
XFRML is a framework that will provide
companies, accountants, investors, bankers,
industry analysts, regulators and others in the
financial reporting supply chain with a stan
dards-based way to prepare, publish,
exchange and analyze financial reports and
the information they contain. Using the
XFRML framework will allow financial infor
mation to be reliably and automatically
extracted or exchanged between computer
applications.
A possible first use of the XFRML
framework will be to create an XML-based
way to produce and distribute annual financial
statements of public companies.
The AICPA’s efforts to develop XFRML
are part of the broader “electronic business”
strategic initiative recently adopted by the
AICPA (see “Chair’s Comer,” main section).
XFRML will be used for functions where
financial information is exchanged. Consider
the following potential applications of
XFRML:
• XFRML for financial statements. Financial
statements using the XFRML specification
can be seamlessly shared with other appli
cations.
• XFRML for authoritative literature. A stan
dard way for describing accounting-related

authoritative literature published by the
AICPA, FASB and others to make using
these resources easier. “Drill-downs” into
authoritative literature from financials will
be possible.
•
XFRML for audits. Audit
schedules that are used to trans
fer audit-related information
from a client to the auditor.
•
XFRML for general ledger
transactions. This will make it
possible for these transactions to be
exchanged between trading partners.
• XFRML for accounting and business
reports. Management and accounting
reporting, such as all the reports that are
created by an accounting system.
• XFRML for taxes. Tax returns filed and
information exchanged for items that end
up on tax returns.

technology

History

The AICPA’s interest in XML began about a
year ago, when the AICPA High Tech Task
Force was briefed on the technology and saw
so much potential that the group immediately
began to prepare a prototype to test the capa
bilities of this new technology. The prototype
was completed in Jan. 1999.
The prototype consisted of XML-based
financial statements (Great Plains fiscal 1998
financial statements were used). It is still
available at the Great Plains Web site,
www.greatplains.com/xml.
When determining how XML might be
used within the accounting profession, the
original thought was to create a language or
specification that could be used to prepare
XML-based financial statements. However, it
quickly became clear that a broader view
should be taken, not focusing on financial
statements, but rather on the creation of a
continued on page C2
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continued from page C1—XFRML
“framework” or “family” of XML specifi
cations (document type definitions—
DTDs) developed in a common way which
could be used to facilitate interoperable
exchange of financial, accounting and other
business information.
The AICPA’s focus is not on account
ing transactions between businesses or the
integration of business applications within
an enterprise. Organizations such as
CommerceNet (www.commerce.net),
Open Applications Group (www.openap
plications.org) and others are developing
transactions-oriented specifications that
can be used by companies to facilitate ecommerce.

AICPA,

The AICPA and its partners have
funded the development of what is being
called an “Experimental Draft” of the
XFRML framework. Its purpose is to create
a fully functional specification that can be
used as a starting point for the development
of XFRML.
In the course of developing the proto
type it became clear that one of the major
obstacles to overcome is the ability to com
municate what XFRML is, and what
XFRML is not. The “Experimental Draft,”
development of which is under way and
which will be completed by Feb. 2000, will
assist in communicating this message. At
that time, a conference will be held to dis
cuss and plan the future of XFRML.

The Future

The development of XFRML is only begin
ning. The vast majority of the effort
required, upwards of 90%, will be docu
menting what is called the “ontology” of
accounting in a manner that can be under
stood by a computer. The ontology is the
name and meaning of terms, relationships
between terms, structures, lists, conven
tions, etc., used in the process of account
ing—the language of business.
Developing this ontology will be no
easy task, but it is necessary. The profession
will have to agree on terms and build crossreferences for terms and definitions about
which we may have difficulty agreeing.
Discipline is required. We will need to
“think outside the box.” This is part of what
is required to work in our new “inter-net
worked world.” This is what will make “ebusiness” possible.

Read All About It
XML and XFRML are new topics to
most. A good place to start understand
ing both is the Journal of Accountancy
article, “The XML Files,” which
appeared in the May 1999 issue (page
71). It explains XML in terms relevant
to the accounting profession.
The XFRML workgroup Web
site will make this process public.
Please provide input, ideas, questions
and other feedback. The site also
contains a collection of additional
materials, appropriate for virtually
any level of understanding, that is
available to AICPA members and the
general public:

A Rewarding Undertaking

The development of XFRML is a huge
undertaking. It’s important to make useful
functionality available quickly. At the
same time, important issues that will affect
the foundation of XFRML must be
addressed so that irreversible errors are not
imbedded into this tool, which needs to
last a long time.
With an open process, good participa
tion, an open mind and hard work a tool
that will serve all well can and will be
developed.

Wayne Harding, CPA, MBA, is Vice
President of Hosting Services for Great
Plains, a provider of business solutions to
the middle market. The chair of the
AICPA High Tech Task Force, he can be

CPA Performance View: A New
Service with an Eye on the Future
The AICPA, as part of its ongoing initiative to develop new
value-added services for the profession, is launching its newest
assurance service, CPA Performance View, which CPAs can use
to help clients better navigate their businesses’ future. CPA
Performance View is the process of identifying critical success
factors that lead to measures that can be tracked over time to
assess progress made in achieving specific targets linked to an
entity’s vision.
To understand this new service, imagine that you are driving a

www.xfrml.org

The press release announcing
XFRML is available at the AICPA
Web site:
www.aicpa.org

reached via e-mail at wharding@greatplains.com. Charles Hoffman, CPA, MBA,
is a Tacoma, Washington-based informa
tion systems consultant specializing in
accounting related solutions. He is project
manager of the AICPA’s XFRML project.
The recipient of the 1997 AICPA
Innovative User of Technology award, he
can be reached via e-mail at Charles
Hoffman@home.com.

car whose windshield is made of steel instead of glass. To judge
where you are going, you must look into the rear-view mirror, see
ing only where you have been. Although it can be done, the chances
that you will successfully reach your destination are random and
slim. Wouldn’t it be nice to see that large pothole before your car is
swallowed up by it or to notice the sharp curve before driving off
the road?
Businesspeople face the same problem when they try to man
age an enterprise by looking only at historical financial informa
tion. While it does an excellent job of telling management where
an organization has been, historical information does not neces
sarily tell them where it is going. CPA Performance View was cre
ated to address that problem.

Published for AICPA members in small firms. Opinions expressed in this supplement do not necessarily reflect policy of the AICPA.
Anita Dennis, supplement editor
Ellen J. Goldstein, CPA Letter editor
973/763-2608; fax 973/763-7036; e-mail: adennis20@aol.com
212/596-6112; egoldstein@aicpa.org

AICPA.
A New Assurance Service

Back in 1997, the AICPA Special
Committee on Assurance Services con
cluded that the market for audits had been
flat for a number of years with no sign of
rejuvenation. The committee set out to revi
talize the profession by identifying services
built on the audit tradition that extend the
current reach of CPAs. The committee was
also charged with developing a process for
continued identification and development
of new services for the profession. Business
Performance Measures—the foundation of
CPA Performance View—was one of six
services it identified that could catapult the
profession into the twenty-first century.
Traditional financial measures in the
financial statements have been the focus of
management information for many
years. As CPAs, we have tracked
sales, net income, gross margin,
return on assets, asset turnover and
other indicators based on the finan
cial statements to assist management
in making decisions. These indica
tors or measures offer valuable information,
but most often they tell us more about the
past than about the future. Referred to as
“lagging” measures, they offer a glimpse of
how well past efforts worked.
Business Performance Measures focus
on providing management with information
about the future. It incorporates these lag
ging financial measures as well as “leading”
measures, which are primarily non-financial
and encompass things such as customer sat
isfaction, employee training and satisfac
tion, product quality, sales calls, proposals
delivered, pipeline of orders, etc. Leading
measures identify critical decision points
that can lead to organizational change.
Adding Value

Using leading measures, managers can
make decisions that affect the value of the
organization. Management today is being
seen as more than just a custodian of corpo
rate assets, they are being asked to use them
to create value as well. A Business
Performance Measurement system aligns
the measures with organizational strategies
to increase or enhance stakeholder value.
Enterprises are addressing non-finan
cial measures more and more in their
annual reports. Companies such as Sears,
Xerox, Polaroid, Reliastar, Cargill and
many others are managing their businesses
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for delivering consistent Business
Performance Measurement services to
clients. An easy-to-use practice guide has
been developed to walk practitioners though
a CPA Performance View engagement.
A Role for CPAs
Market research conducted as part of the
Each chapter corresponds to a step in the
process and is supported by numerous prac
Business Performance Measures initiative
revealed the need for more relevant man
tice aids to assist in its delivery. The practice
agement information to run businesses. It
aids range from questionnaires and check
also suggested that CPAs have a unique set
lists to engagement letters and thought-pro
of skills necessary to conduct Business
voking tools. They are found at the end of
each chapter and on an attached CD-ROM
Performance Measures engagements. CPAs
need to position themselves to assist clients
or diskette. The practice guide will be avail
in this area. They must become better busi
able first as a booklet, but there are plans for
a CD-ROM version by early 2000.
ness advisers by offering more value-added
The AICPA has formed alliances with
services and by better understanding
key partners in the field of Business
clients’ businesses. CPAs are in a position
Performance Measurement. A three-day
to understand their client’s needs and to
course, available beginning next
SM
month, will be a comprehensive
PERFORMANCE
hands-on session that provides CPAs
with an unsurpassed foundation for
VIEW
conducting CPA Performance View
engagements.
The AICPA has also partnered
with PBV International to provide CPAs
offer a new service in the area of Business
with an exclusive license for a user-friendly
Performance Measures.
Business Performance Measures software
To help reach this goal, a joint task
monitoring and reporting solution that is an
force of the AICPA and the Canadian
integral part of the success of a CPA
Institute of Chartered Accountants devel
Performance View initiative. The software,
oped the CPA Performance View process.
based on the technology of the world’s
The task force studied the information and
leading performance measurement soft
processes available in the marketplace, tak
ware, is called CPA Views. (For the soft
ing the best of current approaches and
ware, an additional day of training is added
adding other leading-edge components to
to the course described above.) Both the
create the premier Business Performance
software and the training are strongly rec
Measurement process available today. The
ommended for anyone interested in provid
result, CPA Performance View, is a process
ing CPA Performance View services.
designed by CPAs for CPAs. There is also
strong international interest in this initiative
The Leading Edge
from the United Kingdom, Australia, New
This is your opportunity to be on the leading
Zealand and other countries.
edge of a dynamic new service developed
Business Performance Measures initia
by the AICPA and its partners. The training
tives require a shift in the way we manage
sessions, the practice guide with practice
our businesses. Strong commitment from
aids,
and the CPA Views software solution
the leaders of the client organizations is
will be available early next month from the
essential to the success of a CPA
AICPA. For more information, contact Tom
Performance View engagement. Client
Wagner, AICPA Technical Manager,
management must buy into the process and
Assurance Services Team.
support the initiative. The approach requires
a top-down, bottom-up philosophy whereby
management strategies must be communi
212/596-6175
cated throughout the organization and the
valuable measures identified must percolate
to the top.
In line with these needs, CPA
twagner@ aicpa.org
Performance View is a step-by-step process

and reporting to stakeholders by using nonfinancial measures as a gauge of future suc
cess and profitability.
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Exposure Draft of
Version 2.0 CPA
WebTrustSM Principles
and Criteria Issued

The CPA WebTrustSM Principles and Criteria are intended to address
user needs and concerns and are designed to benefit users and
providers of electronic commerce services. Version 2.0 has been
released for exposure. Its focus (similar to version 1.1) is businessto-consumer electronic commerce transactions. The principal
changes to version 1.1 of the CPA WebTrust Principles and Criteria
include but are not limited to expansion of:
• The business practices disclosure principle to include new dis
closures related to an online business’s information privacy
practices. These new disclosures include items such as the spe
cific types of information being collected by the online busi
ness and the use and distribution of that information.
Additional criteria require that an online business disclose to
the consumer his or her choices regarding how information col
lected may be used or distributed and requires that a consumer
be given the option to opt out of transactions that use informa
tion in a way not desired.
• The business practices disclosure principle to include informa
tion on how to resolve complaints related to accuracy, com
pleteness and distribution of private customer information and
the consequences for failure to resolve such complaints.
Version 2.0 requires that this resolution process include, at a
minimum, management’s commitment to use a specified thirdparty dispute resolution service if a consumer is not satisfied
with the online business’s resolution of such a complaint. The

Exposure Draft of CPA
WebTrust-ISPSM
Principles and Criteria
Now Available
An Internet Service Provider (ISP) can pro
vide a number of services for its Internet
customers, who range from individuals to
large corporate customers. There is a wide
variety in the size of ISP organizations, and
the complexity of the services that they pro
vide may vary as well. Additionally, there
can also be a significant variation in the
controls in place at the ISP over the ser
vices provided to their customers. Many
customers routinely assume that certain
security and other controls are in place;
often that assumption may not be war
ranted. In particular, the ISP’s service avail
ability may also be a concern. Users want
to have confidence that the ISP contracted

AICPA
AICPA has chosen the National Arbitration Forum if a com
pany has not selected an arbitrator of choice.
• The information protection principle to require that an online
business maintain controls over the collection of data and pro
vides consumers with a choice as to how information collected
from them online will be used and the option to opt out of any
undesired use of that information.
• The information protection principle to require that an online
business maintain controls to ensure that information collected
from consumers is accurate and complete for its intended use
and that consumers can review and arrange for the correction of
any incorrect data maintained by the online business.
• The information protection principle to require that an online
business maintain controls to determine the integrity and security
policies of third parties to which information is transferred.
The Institute anticipates that future revisions will be needed to
update these criteria and related materials. Following the release of
version 2.0, a business-to-business model will be developed.
The exposure draft of Version 2.0 of the CPA WebTrust
Principles and Criteria may be downloaded from the AICPA
Web site:

www.aicpa.org/webtrust/index.htm
For more information regarding this document, or if you would
like to comment on the document, contact Sheryl Weiner, WebTrust
Team Leader, at:
201/938-3751

sweiner@aicpa.org

services will meet the availability levels
that the ISP represents.
In response to these concerns, and to
increase consumer confidence in ISPs, the
CPA profession has developed and is pro
moting a set of principles and criteria for
ISPs, referred to as the CPA
WebTrust-ISPSM Principles and Criteria, and
the related CPA WebTrust-ISP seal of assur
ance, also referred to as CPA
WebTrust-ISPSM and CA WebTrust-ISP™.
The CPA WebTrust-ISP seal of assurance is
a symbolic representation of a practitioner’s
unqualified report. Similar to the CPA
WebTrust seal for business-to-consumer
electronic commerce, it also indicates that
ISP customers can click on the seal to see
the practitioner’s report. This seal would be
displayed on the ISP’s Web site together
with links to the practitioner’s report and
other relevant information.
The exposure draft of the CPA
WebTrust-ISP Principles and Criteria is

now available and may be downloaded
from the AICPA Web site. It is intended to
address user needs and concerns and is
designed to benefit users and providers of
ISP electronic commerce services. Your
input is not only welcome; it is essential to
help ensure that these principles and their
supporting criteria are kept up-to-date and
remain responsive to marketplace needs!
You will find the CPA WebTrust-ISP
Principles and Criteria at:
www.aicpa.org/webtrust/index.htm.
For more information regarding this
document, or if you would like to comment
on the document, contact Sheryl Weiner,
WebTrust Team Leader:

201/938-3751

sweiner@aicpa.org

